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Chairman Grassley and mernbers of the eommjttee:

Good morning. My name is Phill Kiine and I have the honor of scrving as the

Attomey General for the state of Kansas. I am honorecl to appear before this commrttee

and thank you fitr the oppornuriry to discuss my review of the proccsses and policies

relatiag to the billing and collections of the under and uninsured persons who obtain

senrices from the non-profit health care deDvery system in Kansas-

On rhe day that i was sworn in to office, a little less than four years ago, I was

greeted with a lawsuit filed by a $i bitlion tax-exempt, integrated healthcare delivery

system serving Kansas and Mjssouri- That lawzuit sought to deny the Kansas Atrorney

General's office- ard thcrcby the people of Kansas, of the authority to regulare FJeahh

Midwest's conversion of non-profit to for-profir Siams.

'We 
won that lawsuit- As a result the good cjtizens of Kansas now enjoy a brand

new 5110 million foundation that is eurrently providing grants assisting the medicaliy

indigent in Eastera Kansas. This rimely litigation drove horne the very important point

that noa-profit hospitals have -- no mader how successfir.l thcy become or fle median

b.come of their comormiries -- a duty and social mandate to fulfill tbroug! charity care



programs. In fact, it is the rlJque parrrership thar government exercises with non-profits

and fidelity to their stated mission that serv-es as the tbundation for the authority of rny

office to review such matters ald that gives rise to &e common law Cy Pres authority of

the office of Attorney General.. Betbre movilg ou to ny review of our state's non-profii

treatment of the medically indigen! I would like to review briefly one issue that arose in

the Health Midwest conversion - excessive executive compensation.

In the Health Midwest conversion, the CEO of the non-profit holpiral negotiated

himself a $7 million "Golden Parachute." f his rernuneralion package sftikes me and my

predecessor as unconscionable. It was unforn:nate thar rhe Kansas courT conclud.ed that

ir lacked jrrisdiction to address our cha-llenge to that Golden Parachute- The sale of that

not- for-profit horyital to a for-profit corporation was consummared rvith the CEO

receiving his $7 rnillion benefi.t- JJre case was a grear victory for Kansas except as to that

sticking point- -

As fte Commitlee is aware" r€cent stufies have rcvealed heaith care costs to be a

rnajor cause of personal bankrrptcies and faruily indebtedness across the country- As our

population ages, the health care deUvery system will play an even greater role in our

economy. Kansas 1aw affords the Attorney General Cy Pres authority and responsibiJiry

to ensure that charitable asseis are urilized for their htended purposes.' For the

aforementioncd reasons I established a Taslc Force dedicated to inquiring into the billing,

charity care and collection practices of non-profit hospitals in Kansas. This action was

also'takcn d,uc to various complainrs received by my office rcgarding such practices- f

iar:nched this Task Force wirh the goal of initiating a cooperati--'e review of current

practices anii procedures ald as an effort to avoid media sensation or litigation tlreats.

I havc foLnd rlat in almost all instances. those engagcd ia charitable healtli care



have a suong dedication to the needs of those they serve and operate in aprofbssional and

appropriate manner. There are exceptions and as in al1 human endeavors, institutions

sometimes develop practices and procedures that do not reflect their initial mission or the

heart of those involved- It was my hope that in Ey approash I would avoid tamishing an

indust-y while idcatifying the obstacles and procedures to 1te fulfillment of tl-re missioL

of non-proht health care systems. This is what we are now very ctose to achieving,

Oru discussions were initiated and ar one polnt in the process it was necessary to

selectively auditing the largest non-profi.t hcispitals in the stare to a-fford me a bener

understanding of how biliing and debt collection practices impact the uninsured and the

urder insrucd of Kansas-

Former Attorney Gcncral Robert T- Stepha:r is serving my office as a Special

Assistarrt Attomey Gensral and has been deeply invoive-d in this process from the very

beginning. FIe heads up the Task Force addrcssing the issue of non-profit hospital billing

and collection practices, My office was forrunate to also have the cooperation of the

Kansas Hospital Association- Former Gcoeral Stepb.en worked with rte KHA to conduct

a suwey of its eotire membership. The resuits of that survey convinced me thar a nsore

formal methodology was necessary to fi:lly invcstigate the processes and procedures

being used by the non-profir hospitals of Kansas.

On Aprii 25,2006, my Consumer Protecrion Division served investigative

subpoenas upon nine uon-profit hospitals. I have included a copy of rhe subpoena tirat

vras dclivcred to this subset sf l(ansas hospirrrls in rhe materials fiIed wrth Lbis

Committee. This subpoena wa-s designed to affiord our Task Force a better r:nderstanding

of how bil}ing, charity care, and debt collection practices a^re managed at some of tLe

Iargcr non-profiL hospitals in ltansas.



The immediate lesp6ase to the subpoenas was a iarge gathering of hospital

representatives in Overiand Park, Kansas. These representatives of the nine subpoenaed

hospitals were brought together through the leadership of the Kansas Horyita-i

Association.

This proved ro be only the fust in a series of meetjngs thar tte subpoenas

engendered- In the initial meedngs my Task Force and representatives of the targeted

hospitals discussed the sensitive nature of the information to be reviewed. Both privacv

laws ald the protebtion of pricing stnrctmes had to be agreed upon before the hospitals

could respond to the tbrmal inquiry- We bave had numerous subsequent, individual

rreetings with representatives of the KI-IA and the hospitals- 
'l-hese discussions

cuimiuated fu a Memorendum of Understanding which is included among the documents

i have filed with rJre Comminee this day.

Each of the nioe hospitals that entered inro rhe Memorandum of Understzrding

tendered a notebook of information responsive to the subpoena- Thjs irrformation w-as

compiled into a database arrd proccssed on a spread sheet, allowing my Task Force the

ability to efiiciently coillpare data from each hospital against data fionr al) hospitals. The

analysis of this comparative datahas proved quite useful in discussions with the

individual hospitals.

Three of the subpoenaed hospitals vohxrtarily appeared, with their Chief Financial

Ofticer, to discu-ss the subpoena responses and answer questions generated by the

comporison of data- My Task Force learned a great deaL about the bi11ing, charity carc,

and coliection practices of representative Kansas hospitals dwing these productive

meetings.

This eventual cooperative approac;h by rhe Knnsas heal'di care industry was not



unforeseen- My office has generally received few co*f'Iaints regarding non-profit

hospi'tals when considering the nature of the services provided and the scope of this

industry. I suspected that this was trrc because such hospitais in Kansas operate wirh a

high degree of integrity and dcdication to *ieir core mission. This is The case. We have

together, however, identrfied some practices, policies arrd procedures that should be

utllized by all non-profit healtir care delivery systems in Kansas. We are formulating

these changes, and in some instances current praclices, into another agreement reiating

cstabiishjrrg a best practices model-

The "best practices" m.odel formulated wirh the Kansas Hospital Association

toward the goal of ensuring that all non-profrt hospitals in Karrsas trear the indigent and

under insured in a mauner consisrent with r}eir charitablc mission while not lbrfeiting

their ability to deliver sewices to the general popuJ.ation. thjs model shives to set a new,

higber standard of care among Kansas hospitals when it comes to billing, chariry care and

collection practices- This modu'l addresses issues such as excessive billing, consulner

education, financial support, vrsiration and designation issues and services to the indigent

and a prohibition on cenain coilecrion practices-

It is anticipated tliat this modeJ. will be promoted by both the Attomey General's

Task Force and the Kansas l{ospitals Association and wilI, due to its colJaborative

auttorship, result in substantive impror,€me!.ts in ahealth care delivery system that is

already fi:nctioning at a ievei betrer than the national average. I commend this

collaborativc 'rnd investigative modcl to any of my peers interested in a similar result- I

ha:re iucluded in the attachments to this testimony a print out of tiie PowerPoint

presentation demonstating the evolution of this model as well os a copy of the current

irsration of this model. Thc modcl included is n+ariy final. lt has been approved by



Former Genera-l Stephen and my Task Force. I have not yet giverr trnal approval and

counsel for the Kansas Hospitat Association has yet ro review rhe document. It is very

close ro being approved, and a final. approved copy shouid be available by this time next

montb.

I wanr to thank the Com-rrinee for allowing me to presenT the fi-ue work that my

Task Force and the KHA has accomplished while addressing *ris impofiau.r topic-


